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. Introduction

Thank you Lilafor that kind introduction, and thank you very much for inviting me to spesk with
you today. Asanative North Carolinian, it isgood to be back amongst my fellow
Southeasterners.

And its especidly niceto bein South Horida. My wife wasraised in Miami and we loveto
return to see her mother and her sster’ sfamily.

Infact, my career began herein Miami asalaw clerk for Federal Didtrict Court Judge William
Hoevler. Asaproud member of the Florida Bar, let me say that | dways enjoy a chance to get
back here and thank you for inviting me.

A specid word of thanks to SEARUC President Commissioner Baez, Chairman Lila Jaber and
the entire Florida Commission and staff for their hard work in organizing today’ s conference.

Chairman Jaber serves with me as co-chair of the Federd State Joint Conference on Advanced
Sarvices. Thank you Lilafor your dedication, leadership, and keen ingght. Y our efforts have
been key in ensuring that the Joint Conference remains focused on the ultimate god - -
promoting the deployment and availahility of advanced servicesfor dl Americans.

The conference agenda “ Regulation and Competition: Navigating Uncharted Waters’ is
ambitious and timely. With panels on Broadband Deployment and Nationa Broadband Policy,
Universal Service, and the Telecom marketplace - it looks like today you will cover the
waterfront on many of the core and complex telecom issues currently facing the FCC and State
commissons.

. Washington knows best.



By inviting an FCC Commissioner to spesk here today, you may have hoped to hear a cogent
overview of what is going on in Washington, combined with current analysis of the key issuesbe
it broadband, local competition or universal service, and some on the money, sure fire
predictions on who the survivors in the telecom world might be at the end of the day.

Those predictions, however, will not be coming from me. | suggest sticking around for the Wall
Street andlysts panel scheduled this afternoonand wait for their specid indght. Although, if
recent history isindication | don't know how helpful that will be either.

All kidding aside, in attending regulatory gatherings Smilar to this one- | am sure you have heard
federd regulators review:

1) what's on the Commisson’s plate;
2) how the FCC is diligently andyzing the record on a particular proceeding; and

3) how Washington, after much difficult deliberation, ultimately has the right answer to
whatever telecom dilemmais present at the moment.

On the eve of my firg anniversary as FCC Commissioner, | have learned that in redity, the
FCC does not always have dl the right answers. | have aso learned that the Commission is
more likely to come up with the wrong solution, if it decides to tackle and resolve difficult issues
on itsown.

Certainly, since the advent of the 1996 Telecommunications Act, we have seen many well
intentioned, but poor policy choicesresult from a“go at it done’ drategy.

In my opinion, this approach leads to poor policy decisons. And the consequences of ill-
advisad regulations are often burdens on the economy and industry, which ultimatdly result in
higher costs for consumers. Take for example, the previous federa approach to “numbering”
ISSues.

| believe that federd numbering policy is a prime example of how previous Commissons have
failed to secure state and loca input early in the decision making process-to the ultimate
detriment of the consumer.

1. The Numbering Crisis-Success of Increased Feder al/State Cooper ation

South Horida, as well as many communities throughout the country are well aware of the cogts
that resulted from regulatory inertiaand the lack of better federa/state cooperation on telephone
number policy.



Area code changes-whether it be area code splits or overlays-- have adirect impact on loca
businesses and the dally lives of residentid consumers. Consumers get frustrated as they or
their friends and families are shifted into anew areacode. Businesses are hit with adirect cost
to change area codes on advertising, stationary and equipment. Area code splitsimpact the
geographic identity of the community. And, asyou are avare, even when you add or overlay
an additiona new area code into acommunity - - requiring calersto did 10 digitsfor dl loca
cdls has increased the level of consumer confusion and frudtration.

Andindl of these circumsatancesit isyou dl a the ate commissonswho are a the front lines
dedling with consumers. It is state commissions who bear theinitia burdens of consumer
complaints. Itisyou that end up taking their calls, fieding their questions, and trying to explain
why 10-digit diding is ultimately where we will dl end up.

If my parentsinitid experiencein North Carolinaand my in-lawsinitid frugrations are any
indications-1 am very glad | am at the federal commission and not a state commisson left
holding the bag as they are required to implement federd policy.

Simply put, | believe that my predecessorsinitidly underestimated the impact that area code
changes have on locd businesses and consumers, as well as the poditive role that State
commissions could play in helping to solve the crisis.

Less than a decade ago it was unthinkable that we would run out of telephone numbers. Recal
that from 1984 through 1994, only 9 new area codes were activated nationwide.

Since 1994, we have witnessed an explosive growth in the use of pagers and wireless
telephones. We have seen the introduction of competition for local telephone service, aswell as
agenerd increase in the demand for second phone lines for fax services and Internet access.
Other new services that were introduced aso required new numbers, for example, locationa
services such as ON-STAR and new point-of-sae devices, such as eectronic gas pumps.

Combined, this explosive demand for telephone numbers resulted in over 120 new area codes
being created since 1995.

In fact by 1999, the FCC and state commissions had a numbering crisson itshands.  In that
year, the FCC recaived officia estimates that the North American Numbering Plan would run
out of telephone numbers, or exhaust, by the year 2007. Many area codes throughout the
country were aso on the verge of exhaudt.

Despite thislooming crigs, the Commission initialy rejected severd state commisson’s cdls for
changes in the way numbers were assgned-for example refusing to dlow statesto require
technology specific overlays-even for automated services that were not even receiving cdls such
as ATMs and gas pumps.



Throughout this crisis, many state regulators took the bull by the horns and used thelr limited
authority to address the crisislocally by implementing number conservation measures such as
rate center consolidation.

More importantly, however, state regulators spoke with a unified voice to encourage the FCC
to address number conservation and utilization on anationd basis. And some even cdled for
more explicit authority, resulting in 30 States requesting additiond delegated authority.

Thankfully, at the states encouragement, the FCC took several measures, such as:

1. Adopting a Numbering Plan Exhaust Study;

2. Allowing state thousand-block number pooling trials for LNP capable carriers and
later mandating the role out of Nationa number pooling; and

3. Imposng number utilization thresholds -that require carriers to use a certain
percentage of assigned numbers before getting more.

| believe that the FCC did not go far enough in giving sates latitude to desgn and implement
number conservation srategies. In my view, you -our state colleagues-- werein a better
position to understand the local environment and the potentid effects that result from
implementing new area codes.

Therefore, during the past year at the FCC, | have pushed hard for additional delegation of
numbering authority to Sate government. | was pleased to support lifting the ban on service-
specific and technology- specific area code overlays. States now have the authority, on a case-
by-case basis, to implement this area code relief option.

Thanks to the actions and encouragement of state regulators, the numbering criss that appeared
in 1999 hasfaded. Given the most recent estimates, implementation of federd and sate
telephone number utilization and conservation strategies, such as thousands-block number
pooaling, will extend the life of the North American Numbering Plan out until sometime between
the year 2025 and 2034. However, if we had cooperated with states early we could have
achelved some of these same resullts with less consumer frustration and confusion.

Our number utilization and conservation efforts should not stop there. Asyou know, al carriers
are required to be number pooling and number porting capable on November 24, 2002. The
Commission should hold fast to the number pooling requirements because they are critica to the
number conservation efforts we have initiated. We currently have a petition at the FCC
requesting tota forbearance from imposing wirdess loca number portability requirements that
are scheduled to take effect on November 24, 2002.

| am sympathetic to NARUC' s concerns regarding the impact that permanent forbearance from
local number portability requirements would have on competition on wireless telephony and on
the efficient use of numbering resources.



2. TheRoad Ahead - - Federal/State Cooper ation on Competition Policy
Lessons regarding federd/state cooperation should not begin and end with numbering policy.

Asyou are aware, by year's end the FCC will act on severa rulemakings designed to address
local competition and broadband service offerings. We are examining:

whether to adopt performance measurements for evauating aLEC' s performancein
provisoning facilities and services to competitors;

incumbent loca exchange carriers obligations to make their facilities available as
unbundled network eements; and

the appropriate regulatory framework for wireline broadband I nternet access.

In my opinion, your input in each of these areas isinvauable as we initiate the first magor re-
examination of the implementation of the 1996 Tedecom Act.

Performance Measures

On performance measures, | believe that a competitive market is not viable unless new entrants
to the locd telegphone market can obtain the facilities they need in a nondiscriminatory,
reasonable and timey manner. Just asin the numbering area, the FCC is not the firgt out of the
gate to address performance standards. State Commissions, such as Texas and New Y ork,
have long been at the cutting edge of studying and implementing performance standards and
metrics. We need your expertise and experience in thisareaand | encourage you to share your
input and expertise with your federd colleagues.

UNE Triennid Review

Asmany of you know, the U.S. Court of Appedsfor the DC Circuit just remanded the UNE
Remand Order - the FCC's most recent effort to set out alist of network eements that
incumbent local exchange carriers must make available on an unbundled basis to competing
cariers.  The Court criticized the FCC' s unbundling requirement as being overly broad. The
Court found the FCC had failed to take into account the competitive nature of particular
geographic and customer markets, and reflected an openended notion of what kinds of cost
disparity are rlevant to whether an ement is suitable for competitive supply.

Before the Court’ s recent decision, the FCC had dready started a proceeding to review how
incumbent carriers should provide network access to requesting carriers on an unbundled basis
consgtent with the requirements of the Telecom Act.



Last week, the Commission released a public notice requesting comment on the impact of the
Court’s decison on the UNE triennia review proceeding.

| am sympathetic to the requests made by severd states, including Florida, that if the FCC
chooses to establish geographic, more granular unbundling sandards that we adopt broad rules
that will afford state commissions some flexihility to customize the leve of granularity based on
market conditions within the Sates.

In genera, states are better positioned to conduct fact-specific inquiries. They can best judge

the level of competition and the system of retail price regulation that applies to incumbent
cariersin ther respective ates.

Wirdline Broadband Access

As many of you know, another of our more controversa proceedings isthe Wirdine
Broadband Access proceeding. While | am generaly supportive of the Commisson’s tentative
conclusion to classfy broadband Internet access as an “information service” | have some
concerns with this gpproach.

For example, | do not support the FCC' s proposa to extend universal service contribution
obligations to other providers of broadband Internet access such as wireless, cable and satellite
providers.

In my view, the contribution requirement is essentialy an Internet access tax that represents an
unnecessary financia burden on service providers and actudly creates a barrier to broadband
deployment.

| dso believe that the Commission must carefully consider the impact of a changein regulatory
classfication on the ability of competitorsto enter new markets. For example, some states have
expressed their concern that a“change” in regulatory classfication could adversaly impact
some date efforts to ensure that dl telecom carriers have easy accessto locd rights of way and
to building access.

| bedieveit is critica for the Commission to hear from you on the impact that these proceedings
will have on local competition and consumersin your states.

For example, recently concerns have been raised about the impact that our cable modem
proceeding may have on the ability of loca governments to respond to consumer complaints.

[1. Conclusion



In concluson, when | gppeared before the Senate Commerce Committee for my confirmation
hearing, | informed the Senators that to be an effective Commissioner it was important to be a
good ligener. Jugt as | believe the Commission must listen carefully to Congress, we must dso
listen carefully to our sate colleagues. While we will not dways agree on every issue, your
indghts and input about the impact of our policies a the locd leve are an invaluable part of our
decision making process.

| look forward to discussing these issues with you on amore persond basis throughout the day,
and encourage you to continue to be active in working with the Commission. Particularly in
these chdlenging financid times, regulations can have an even greater impact on the competitive
environment. And we need your assistance.

Thank you for your time and attention this morning.



